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ABSTRACT 



Education is the main resource for obtaining employment for 
young people entering the labor market. European countries differ widely in 
the institutional structure of their education and training systems and labor 
markets in that different resources are provided to school-leavers entering 
into working life in different countries and these new job-seekers face 
varying institutional and economic contexts in labor markets. The crucial 
role of educational qualifications for successful labor market entry in 12 
European countries in the mid-1990s was analyzed, drawing on the 1992-97 
European Community Labour Force Survey. The goal of the study was to gauge 
the extent to which cross -national differences in labor market outcomes for 
market entrants can be related to institutional differences between countries 
in qualification profiles of school-leavers and differences in the 
relationship between qualifications and early labor market outcomes. 
Unemployment and occupational allocation as two major dimensions of early 
labor market outcomes were analyzed, applying multilevel modeling to a 
database of repeated comparative cross-sectional surveys. The results 
indicate that institutional differences in both education and training 
systems and labor markets play a major role in explaining cross-national 
differences in the experiences of young people entering the labor market in 
European countries, even after accounting for the effects of variation in 
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economic conditions and other unmeasured heterogeneity between countries and 
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Abstract 



Education is the main resource of young people entering the labour market for securing employment, 
in competing for adequate employment contracts and to fulfill their occupational aspirations. As 
European countries differ widely in the institutional structure of their education and training systems 
and labour markets, different resources are provided to school-leavers entering into working life in 
different countries, who additionally face varying institutional and economic contexts in labour markets. 
The paper empirically addresses the crucial role of educational qualifications for successful labour 
market entry in twelve European countries in the mid-1990s, drawing on the 1992-1997 European 
Community Labour Force Survey. The main aim of the analyses is to gauge the extent to which cross- 
national differences in labour market outcomes for market entrants can be related to institutional 
differences between countries in terms of differences in qualification profiles of school leavers and 
differences in terms of the relationship between qualifications and early labour market outcomes. The 
analyses cover unemployment and occupational allocation as two major dimensions of early labour 
market outcomes, applying multilevel modelling to a database of repeated comparative cross-sectional 
surveys. The results indicate that institutional differences in both education and training systems and 
labour markets play a major role in explaining cross-national differences in the experiences of young 
people entering the labour market in EU countries, even allowing for the effects of variation in 
economic conditions and other unmeasured heterogeneity between countries and types of 
qualifications. 
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1 Entering the Labour Market in Europe: 

A Cross-National Perspective 

It is widely recognized by now that transition processes from education into working life vary markedly 
across countries. The extent to which young people entering the labour market are subject to spells of 
unemployment, employment in specific entry-level occupations and industries, or prolonged periods of 
precarious employment situations differs markedly among European Union member states (OECD 
1996, 1998). In countries like France, Greece, Italy, or Spain, youth unemployment is a major problem 
with unemployment rates among recent school leavers amounting to more than 30% or even 40%, 
sometimes accompanied by massive state intervention to reduce the extent of the problem. Other 
countries like the United Kingdom or Ireland see less of a unemployment problem, but concerns are 
about low levels of training, allocation of young people to lower-level jobs and excessive job hopping 
and mobility in early years in the labour force. In yet another set of countries, notably Austria, Denmark 
or Germany, the integration of young people into the labour market appears as much less problematic. 
There, youth unemployment rates are generally very much in line with those among more experienced 
workers and concerns about allocation of market entrants are relatively weak. 

There is, however, abundant evidence that these cross-national differences in labour force outcomes 
are much reduced in the prime-age labour force (Kerckhoff, 1995; Layard etal., 1991). One implication 
of this might be that cross-national differences at the outset of employment careers reflect the 
operation of distinct institutional arrangements of labour market entry in Europe, providing alternative 
mechanisms for integrating young people into the labour force (Hannan et al., 1 999; Muller and Shavit, 
1998; Shavit and Muller, 2000, forthcoming; Kerckhoff, 1995, forthcoming; Allmendinger, 1989). The 
institutional structure of education and training systems has since long been considered one likely 
candidate for explaining cross-national differences at labour market entry in general, and the 
remarkably better performance of countries operating -(dual) systems of occupationally-specific training 
at the secondary level like Austria, Denmark, the Netherlands or Germany in terms of relatively low 
levels of both youth unemployment and secondary sector employment among youth (Hannan et al., 
1999; Muller and Shavit, 1998; OECD 1998; Allmendinger, 1989). The main argument in this body of 
literature is to relate transition patterns and outcomes to the structured integration (Garonna and Ryan, 
1989) occurring through the provision of transferable occupational skills and extensive work 
experience with a specific employer in the context of dual training system arrangements, mostly 
apprenticeships, enabling effective competition of market entrants for jobs in occupationally 
segmented labour markets (Marsden, 1986, 1990; Marsden and Ryan, 1995). In countries lacking 
such systems of training provision, in contrast, early labour market careers are said to exhibit more 
volatility, unemployment and job mobility, reflecting more extensive periods of initial job search and the 
acquisition of work experience through mobility and job hopping (Kerckhoff, 1993, 1995; Rosenbaum 
etal., 1990; Scherer, 1999). 

There are various counterarguments challenging the validity of the sketched and simplified institutional 
account, of course. A first one might consist of simply acknowledging the more favourable 
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macroeconomic conditions in the set of dual system countries, which might already be sufficient to 
explain the better prospects of market entrants there. In a similar vein, cross-national differences in 
industrial or occupational structure might be pointed out and related to differences in industrial or 
occupational allocation of people leaving education and training. Alternatively, one might note that 
education and training systems are internally heterogeneous in the sense that the characterization of a 
class of “dual system”-type systems conceals that any such differentiation takes the (important) part of 
upper secondary level training to represent the system as a whole (Hannan et al., 1999). Hence, even 
if correct, the above stylized argument might in fact only be applicable as a partial explanation of the 
observed cross-national differences, as long as additional assumptions relating the structure of 
training systems at the upper secondary level to the institutional structure of and individual behaviour 
in other parts of the system are not explicitly introduced. Finally, the extent to which the above 
argument captures the empirically relevant institutional variation among European Union member 
countries might be questioned itself, as much of the current institutional literature is developed from a 
decidedly Northern European perspective, which hardly incorporates Southern European patterns into 
the systematic argument. 

To address the nature and sources of cross-national differences at entering the labour market in a 
more precise way, the paper provides a multilevel analysis of unemployment and occupational 
allocation among market entrants in twelve European countries, drawing on the 1992-1997 European 
Community Labour Force Survey. At the individual level, the main focus of the analyses will be on the 
role of education for successful labour market entry in different institutional and economic context 
conditions, while a set of explicit macrolevel measures of the latter are simultaneously included in the 
analysis. Hence, the relative importance of several alternative explanations for the observed cross- 
national differences can be assessed empirically, relating different patterns of labour market entry to 
the structure of qualificational resources of market entrants, institutional differences in the association 
between education and labour market attainment or varying economic context conditions. By thus 
explicitly addressing the micro- and macrolevel aspects of institutional effects on the linkage between 
education and initial labour force outcomes, the paper is able to move well beyond earlier, purely 
macrolevel accounts (e.g. OECD, 1998; van der Velden/Wolbers, 2000; but cf. also Brauns et al., 
1998, 1999). The following section discusses the theoretical background, while Section 3 describes 
the database and research design applied in the analyses. The empirical results are discussed in two 
sections, with Section 4 providing some descriptive information and Section 5 containing the 
multivariate analyses. The results are summarized and evaluated in the concluding section. 
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2 Education, Labour Market Entry and the Role of Context Factors 



2.1 The Role of Education for Successful Entry into the Labour Market 

Education is the main resource of young people entering the labour market for securing employment, 
in competing for adequate employment contracts and to fulfill their occupational aspirations (Muller 
and Shavit, 1998; Hannan et al., 1999). Education provides both productive capacities to individuals 
and signals of these to potential employers (Breen et al., 1995; Becker, 1993; Spence, 1973, 1981; 
Bills, 1988; Hunter and McKenzie Leiper, 1993; Spilerman and Lunde, 1991; Polacheck and Siebert, 
1993; Ashton and Sung, 1992) - hence, attained qualifications are a main asset in worker competition 
for jobs available in the labour market. Of course, education is not the only resource of workers in job 
search: work experience, past employment history, networks and contacts, or geographical mobility 
might all be reasonably and convincingly related to individuals’ labour market success. In addition, 
social differentiation according to gender, ethnicity or class background might be expected to operate, 
both due to their association with the availability of market resources and more fundamental persisting 
social inequalities. There are, however, at least two reasons which encourage a systematic focus on 
the role of education in analysing the transition from education to work. First of all, most of these 
factors like work experience, employment history or professional contacts are zero or very limited only 
among those entering the labour force almost by definition. That is, to the extent that labour market 
allocation depends on factors other than educational qualifications, labour market entrants are among 
the least competitive job seekers as they necessarily lack these. In contrast, young people entering 
the labour market have invested in their qualifications, at least in part in order to achieve adequate 
employment prospects at later life stages. At entering the market, this training process is completed (if 
temporarily only) as sufficiently satisfactory qualifications have been obtained and individuals aim to 
extract labour market returns to these. To the extent that labour market processes depend on the 
qualification attained, early labour force experiences are an immediate consequence of educational 
decisions taken earlier, and thus intimately linked together and potentially both mutually reinforcing 
and behaviourally interdependent. To sum up the arguments, assessing early labour force outcomes 
provides an estimate of short-term returns (in biographical terms) to educational investments which 
young people can expect on the labour market. 

Such labour market returns to educational investments are conceptually most easily understood in the 
framework of hiring and market allocation models in the spirit of Thurow (1975) or Rosen (1972; cf. 
also the related sociological literature on labour market matching following Sorensen and Kalleberg, 
1981). To simplify, it is assumed in these and related models that employers’ readiness to hire an 
individual into a specific employment position depends on the expected training costs of the individual 
should it be employed at that position. That is, the smaller the differential between expected current 
individual productivity and required productivity at the position in question, the larger the likelihood of a 
hire. A number of aspects of educational qualifications are obviously related to and providing signals 
about different components of productivity and, in turn, expected training costs. Regularly, the current 
literature identifies the level and the vocational specificity (or occupational specialization) of 
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qualifications as two main dimensions of relevance (cf. the contributions in Shavit and Muller, 1998; 
Braun and Muller, 1998; Brauns and Steinmann, 1999). Both the level of qualifications as an index of 
general ability and the vocational specialization of training received as an indicator of transferable 
occupationally-specific skills can be expected to reduce incurred training costs, and thus, to increase 
the probability of access to employment, with the effect being mostly confined to the sector of 
specialization in the latter case. But the discussion of different types of national institutional systems of 
training provision suggests this list not to be exhaustive of institutional variation relevant to cross- 
national research (cf. the review in Hannan et al., 1999). More specifically, in those European 
countries regularly credited the most successful ones in terms of youth integration into the labour 
force, it is fairly common to provide vocational training in an environment combining school- and work- 
based training, notably in the form of apprenticeship systems. This type of training adds a third 
dimension of importance to the picture which might be phrased as provision of work experience and 
direct employer involvement in training provision (Hannan et al., 1999). With respect to expected 
training costs, such training provides at least two additional advantages to market entrants: work 
experience and firm-specific training, which can both be expected to reduce the expected productivity 
differential, though the latter should apply to continued employment with the training firm only. In sum, 
these arguments amount to the following three hypotheses on the relationship between educational 
qualifications and unemployment risks of market entrants, which is for simplicity conceptualized as the 
probability of non-hiring: (HYP1) Unemployment is negatively associated with the level of education] 
(HYP2) at a given level of education, unemployment risks are lowered by attaining qualifications which 
provide vocational specialization ; and (HYP3) at a given level of education, unemployment among 
market entrants is lowered by completing an apprenticeship or training in a similar type of dual system 
arrangement. 

The reasoning easily extends to expectations about the relationship between qualifications and 
occupational attainment. Following Thurow’s model again, one might imagine a ranking of available 
jobs according to general attractivity, with remuneration and required productivity being relatively 
closely linked. If individuals strive to attain highly rewarded employment positions; they will accept 
employment at the most attractive employment position available. As the availability of positions is 
assumed to depend on expected training costs, the choice set is increasingly restricted at lower 
qualificational levels. From this it follows that (HYP4) with respect to occupational allocation along the 
reward hierarchy, it should only be the level of education which is of importance, rather than vocational 
specificity of qualifications in itself. The vocational specialization of qualifications would, in contrast, be 
expected to affect the probability of employment within the sector of specialization, as training costs 
are by definition only reduced in that specific sector. Given data limitations with respect to the level of 
detail in the measurement of qualifications, it is not possible to pursue this last issue in the empirical 
analyses to follow, however. 
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2.2 The Importance of Institutional Contexts 

While the above reasoning attempted to provide a brief outline of the general mechanisms linking 
education and market entrants’ labour force outcomes, a main strength of comparative research is to 
be able to address the impact of fundamentally varying context conditions between countries on that 
nexus. Of primary relevance are the institutional structure of education and training systems on the 
one hand and labour markets on the other, where crucial parameters affecting individual decisions and 
their aggregate outcomes in the transition process from education to work are set. European 
countries, which are considered here, differ markedly in both respects, so that wide cross-national 
differences in transition outcomes might be expected. 

The institutional structure of education and training systems is at the center of many explanatory 
frameworks addressing cross-national variation in the nature of early labour market careers, although 
specific arguments vary widely (cf. Hannan et al. t 1999; Muller and Shavit, 1998, 2000; Allmendinger, 
1989; Kerckhoff, 1995, forthcoming). It is certainly true that institutional arrangements in education 
systems are of fundamental importance to transition outcomes as they channel, constrain or enable 
sufficient individual acquisition of qualifications. If one views the nature of qualifications individuals 
have achieved by entering the labour market as the outcome of a basically rational decision on the 
part of young people and their families (Becker, 1993; Breen and Goldthorpe, 1997; Jonsson, 1999; 
Borghans and Groot, 1999), then it is self-evident that the institutional structure of training systems can 
be seen as defining the educational choice set and the properties of the discrete qualificational 
alternatives provided, which might be assessed in terms of expected costs and benefits. Phrased in 
this simple framework, institutional variation in education and training systems might consist of both 
differences in the choice sets offered and the features of specific qualifications. To the extent that such 
variation occurs, one would expect to observe variation in the educational distribution of market 
entrants, which is indeed widely documented for European countries (e.g. Muller and Wolbers, 1999). 
A main result of these studies is to point out wide cross-national variation in the availability of 
apprenticeships or other dual systems of training. In countries like Germany, Austria or Denmark such 
training appears to provide an attractive initial qualification to young people, while such training 
environments have declined - for numerous reasons (e.g. Marsden and Ryan, 1995) - in importance in 
the Netherlands or, much earlier, Britain, and are only recently revigorated to some degree in France 
or by the Modern Apprenticeship Programme in the United Kingdom. On the other hand, European 
countries differ markedly in the extent to which youth cohorts attain upper secondary or tertiary level 
qualifications, with e.g. Austria and Italy exhibiting very low and hardly increasing proportions of 
tertiary level leavers or the proportions of young people leaving the educational system with essentially 
compulsory schooling only being still relatively high in Southern Europe, but also in Britain (OECD 
1997; Muller and Wolbers, 1999; Muller et al., 1997). Given that different educational systems thus 
provide market entrants with very different sets of qualificational resources, cross-national differences 
in initial labour market outcomes and the nature of the transition process itself are to be expected. 
More specifically, the total effect of education and training systems on the transition from school-to- 
work are restricted to compositional differences in market entrants' stock of qualifications at leaving 
the training system. Consequently, it is hypothesized that (HYPS) cross-national differences in early 
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labour market outcomes arise from cross-national variation in training systems' effectiveness in 
providing young people with qualificational resources valued in the labour market. Those countries 
especially successful in avoiding high rates of youth unemployment and high rates of inadequate 
employment among market entrants to a larger extent enable young people to acquire the necessary 
qualifications for such sucessful market entry. That is, conforming to the microlevel hypotheses set out 
above, it is expected that those educational systems providing advantageous - i.e., tertiary level, 
vocationally specific or apprenticeship - qualifications to a larger share of a cohort of market entrants 
lead to more favourable patterns of youth integration into the market. 

European countries also differ, however, in the institutional structure of labour markets young people 
have to face at market entry, and this might equally well be expected to impact on the nature of 
education-to-work transitions in the different countries. Of course, there are a multitude of angles from 
which the issue of labour market institutions might be addressed, focusing e.g. on the nature of formal 
employment regulation, union bargaining power and the nature of wage bargaining systems, the 
nature of labour market segmentation or the extent of active labour market programmes aimed at 
integrating young people into the work force, all of which may easily be related to expectations about 
transition outcomes (e.g. van der Velden and Wolbers, 2000b). Attempting to identify the main 
institutional features of relevance from a small sample of countries is, however, plagued by the fact of 
institutional interdependencies in the above and other characteristics of labour markets, implying both 
a theoretical indeterminacy of results and patterns of severe multicollinearities in the empirical data. As 
the focus of the paper is on the role of education and educational systems, the potential additional 
explanatory power of institutional arrangements in labour markets is assessed in more explorative 
ways in the following. Building on earlier empirical analyses (Gangl, 2000a), three country clusters are 
distinguished in the set of twelve EU member countries, representing both distinct configurations of 
institutional arrangements and empirical patterns of labour market entry. More specifically, I distinguish 
(a) Austria, Denmark, Germany and the Netherlands as the group of Northern European countries 
where strong occupational labour markets are regularly claimed to operate (Muller and Shavit, 1998; 
Eyraud et al., 1990; Marsden, 1990), (b) the Southern European countries, including Greece, Italy, 
and Portugal, regularly claimed to exhibit rigid labour market context, both in terms of formal 
employment protection and career mobility patterns (Grubb and Wells, 1993; OECD 1999; Bernardi et 
al., 1999; Jobert, 1997), while treating (c) the residual set of countries, including Britain, Ireland, 
France, Belgium, but also Spain, as a final group of European countries, which (to varying degrees) 
lack either institutional feature of labour markets. Following standard practice in the literature, the 
labels of OLM systems, Southern European systems, and ILM systems will be used as shorthands for 
these groups, respectively. 1 In more theoretical terms, this distinction alludes to different institutional 
solutions (even if implicit) of reducing the productivity differential for market entrants, which may 



1 I explicitly note the potentially misleading use of these labels as a singular feature is used to characterize 
types of systems. The intended use here is rather one of relatively similar institutional arrangements shaping 
transition processes, consisting of fairly distinct and internally relatively coherent combinations of institutional 
features in labour markets. Such institutional interdependencies might also include relations between the 
structure of training systems and the structure of labour markets (e.g. Maurice and Sellier, 1986; Marsden, 
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heuristically be contrasted along the two axes of skill vs. wage/contract flexibility in labour markets. 
One strategy to increase young people’s competitiveness on the labour market is early skill 
specialization aimed at improving initial relative productivity of market entrants as compared to that of 
adult workers. This strategy is chosen in the (ideal-typical) occupationalized systems of the first group 
of countries, which combine strong vocationally-oriented training systems with both fairly regulated 
and occupational labour markets (cf. the lower right hand panel in Table 1). Alternatively, youth labour 
market integration might be achieved by flexibilizing labour usage and employment contracts in order 
to allow for a closer relation between market entrants’ current productivity and job rewards in terms of 
pay and other contract conditions. This ideal-typical second strategy, is operated in the other North 
European systems in the upper left hand cell of Table 1, where labour market regulation is weak in 
general (as in the UK or Ireland) or deliberately flexibilized by introducing wage subsidies, work 
experience programmes and flexible forms of contracts among young people (as in France, Belgium 
or Spain). A second component of youth labour market integration in this context might consist of 
disproportionally allocating young people into the secondary sector work force and subsequent 
promotion from this pool of workers afterwards (Marsden, 1990). In some sense, either attempt of 
fostering labour market integration of young people appears to be absent in the remaining set of 
Southern European countries assembled in the lower left hand cell of Table 1. In consequence, one 
might expect that (HYP6) unemployment risks among market entrants should be markedly more 
pronounced in the latter systems as compared to both OLM and ILM systems , while (HYP7) the main 
contrast between OLM and Southern systems as compared to ILM systems should be a more 
favourable occupational allocation at market entry. 



Table 1 Types of Institutional Arrangements in Labour Markets 



Wage/Contract 

Flexibility 


Skill Flexibility 

high 


low 


high 


United Kingdom, Ireland 






Spain, France, Belgium 






the Netherlands, Denmark 


low 


Greece, Italy, Portugal 


Austria, Germany 



Source: based on empirical results in Gangl (2000a) 
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2.3 Economic Context and Labour Market Entry 

Labour markets are not continuously in stable equilibrium, but rather constantly adapting and adjusting 
to various sources of change. These are both short-term forces like labour market and employment 
reactions to business-cycle fluctuations in product markets (e.g. Blossfeld, 1986; Storer, 1994; Bowlus, 
1995), but also more long-term changes in the skill structure of employment or the qualificational 
structure of labour supply (Muller and Wolbers, 1999; Brauns, 1998; Muller et al., 1997; Dronkers, 
1999; Penn et al., 1994; Gregg and Manning, 1997; Evans, 1999; Ashton et al., 1990), which have to 
be accustomed by and change the labour market over time. Hence, cross-national variation in labour 
market outcomes always reflects effects of institutional differences between countries as well as 
country differences with respect to general economic conditions or other national labour market factors 
like a particular industrial or occupational structure. In order to properly identify genuine institutional 
effects in empirical analysis, one has to allow for any such effects of the state of and changing 
economic contexts in the labour market. It is easily imagined that general economic conditions affect 
market entrants’ labour force outcomes, so that cross-national variation in transition outcomes reflect 
varying aggregate labour market conditions. I will not proceed to develop any stringent tests of 
economic context effects as they are addressed more specifically in a companion paper to the current 
one (Gangl, 2000b). Rather it should be sufficient to note some general expectations about these 
effects without presenting more elaborate theoretical justifications at this point. In general, the 
hypothesis is that young people’s unemployment risks will be negatively related to aggregate labour 
market conditions as measured by unemployment rates in the total labour force and positively to 
increasing youth cohort sizes as captured in the youth-adult-ratio in the labour force. Occupational 
allocation, in contrast, is expected to depend mainly on changes in the skill balance in the market, with 
educational expansion leading to decreasing occupational outcomes while increasing 
professionalization of the work force is supposed to imply rising levels of occupational allocation. In the 
current context, it is, however, mainly relevant that the database used in the empirical analyses allows 
to introduce such variables as additional controls, potentially enabling to arrive at clearer estimates of 
genuine institutional effects on transition outcomes in various European countries. I now turn to 
describe the data in more detail. 



3 Data and Methodology 

Following the above introduction, this paper will present a set of comparative analyses of labour 
market entry in the countries of the European Union in the mid-1990s. In the analyses, data for twelve 
European countries is used, drawing on the 1992-1997 European Community Labour Force Surveys. 2 



2 This data has kindly been provided by EUROSTAT, the Statistical Office of the European Union. Of course, 
EUROSTAT is neither responsible for the uses made of the data nor the views held by the author. The twelve 
countries chosen for analyses are Austria, Belgium, Denmark, France, Germany, Greece, Ireland, Italy, the 
Netherlands, Portugal, Spain and the United Kingdom. Luxembourg is excluded for reasons of small sample 
sizes giving unreliable results, while Finland and Sweden had to be excluded as occupational information is 
only provided in 1997. For the chosen set of countries, single annual observations were excluded due to 
breaks in (part of) the time series or other unreliabilities, mostly related to substantial changes in the coverage 



